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Annual Report of President 
to Stockholders 


The report of the operations of your company and its subsidiaries for the year 1935, 
including Consolidated Balance Sheet, Profit and Loss Account and Surplus Accounts, is 
submitted herewith. 


Sales and Profits 

Net sales in 1935 amounted to $294,697,599.81, an increase of $51,731,216.61 or 
21.29% as compared with 1934. 

The consolidated net income for the year 1935 after income tax and adequate depre¬ 
ciation, but before preferred dividends, amounted to $3,409,775.45, as compared with 
$3,866,826.76 in 1934. Preferred dividends amounting to $956,868.93 were paid during the 
year. Dividend requirements on the average outstanding preferred stock during the year 
were earned 3.56 times. After the payment of preferred dividends, the earnings of the 
company applicable to common stock were $2,452,906.52, or at the rate of $3.07 per share 
on 798,928 shares, the average number of common shares outstanding during the year. 

The net income for the year was lower than the previous year, in spite of a substan¬ 
tial increase in sales volume. This is largely attributable to the fact that competitive 
retail prices did not keep pace with increases in wholesale prices. 

Reserves 

In 1932 and 1933 a reserve of $250,000.00 was created out of the earnings to provide 
for anticipated losses on balances in closed banks. As at December 31, 1935, the balances 
in closed banks and the securities received in exchange for certain balances, aggregated 
$283,807.14. It is believed by your officers that the reserve now amounting to $229,770.10 
will prove to be adequate to cover ultimate losses on realization. 

The reserve for inventory adjustment in the amount of $350,000.00 established in 
1931 was not utilized. 


Store Operations 

During the year a total of 265 stores were closed. In these stores were located 132 
markets, which of necessity were closed. The expense of closing all stores vacated in 1935 
was charged against current earnings, as well as amounts expended for rent and settle¬ 
ments of leasehold liabilities thereon. All fixtures transferred from closed stores were 
carefully appraised and only the current value of usable or salable fixtures was carried 
forward. Leasehold improvements on closed stores were charged off against current earn¬ 
ings, while such improvements on continuing stores are being charged off upon an amor¬ 
tized basis. 

During the year 1935, 459 stores and 414 markets have been added. This includes 69 
stores and 38 markets now being operated through the purchase of a controlling stock 
interest in Piggly Wiggly (Canadian) Limited. Eight warehouses and one creamery were 
also added during the year. We have continued our policy of endeavoring to secure lease 
terms which do not impose any speculative liability on your company. 


The average number of stores and markets in operation during the past ten years, as 
well as the bakeries, warehouses and creameries in operation at the close of each year are 
shown below: 

Meat 


Years 

Sales 

Grocery 

Stores 

Markets 
Located in 

Ware¬ 

houses 

Bak¬ 

eries 

Cream¬ 

eries 

1926 

$ 50,536,614 

673 

Grocery Stores 
120 

4 

3 


1927 

69,573,685 

840 

177 

6 

3 


1928 

103,303,598 

1,191 

377 

15 

8 

.... 

1929 

213,496,254 

2,340 

1,110 

44 

16 

2 

1930 

219,284,707 

2,675 

1,489 

44 

17 

2 

1931 

246,783,998 

3,264 

1,854 

62 

21 

4 

1932 

229,173,468 

3,411 

2,066 

66 

21 

4 

1933 

220,156,842 

3,306 

2,051 

66 

21 

4 

1934 

242,966,383 

3,228 

2,085 

71 

21 

4 

1935 

294,697,600 

3,330 

2,354 

79 

21 

5 

At December 31, 1935, 3,405 stores 

in which were 

located 2,403 

markets. 

were 


operation. 


Financial Position 

The total net worth of the company and its subsidiaries as at December 31, 1935, 
according to the attached Consolidated Balance Sheet, was $44,872,006.92. Net current 
assets amount to $22,872,947.62, and the ratio of current assets to current liabilities at 
the end of the year 1935 was 2.68 to 1. The increased business, increased outlets, and the 
rising level of food prices jointly account for the increase in inventories and customers’ 
accounts receivable, and for the increased current liabilities. 

The California Retail Sales Tax Act, as originally enacted, imposed a tax on the gross 
receipts from retail sales at the rate of 2i/^% for the period prior to July 1, 1935 and 
thereafter at the rate of 2%. The act was amended in 1935 so that effective on and after 
July 1,1935, the rate of tax was increased to 3% and sales of food products were exempted 
from the tax. The constitutionality of the exemption respecting food products has been 
questioned in certain litigation and we are advised by our counsel that if such exemption 
is declared unconstitutional the rate of 2% will apply to all retail sales made on and after 
July 1, 1935, including sales of food products, in which event the subsidiaries of your 
company which are engaged in retail business in California might be subject to assess¬ 
ments of additional sales taxes on sales made on and after July 1,1935. 

In accordance with our regular custom, we indicate below the capital and surplus of 
the company, the book value of the preferred and common stocks and the earnings and 
dividends paid in prior years. The number of shares outstanding at the end of each year 
is used in determining book values and the average number of shares outstanding during 
the year in computing earnings. Effect is also given in prior years to the five for one 
split-up made in October, 1928. 



Capital 

Net Assets 
per share of 


and Sur¬ 

Preferred 


plus 

Stock 

1926 

$ 4,346,154 

$148 

1927 

8,094,842 

190 

1928 

26,664,305 

307 

1929 

37,843,911 

360 

1930 

36,780,959 

355 

1931 

44,964,345 

283 

1932 

44,485,616 

285 

1933 

45,061,281 

297 

1934 

46,095,479 

306 

1935 

44,872,007 

314 


Book Value 

Dividends 

Net Earn¬ 

per share 

paid per 

ings per 

of Common 

share on 

share on 

Stock 

Common 

Common 


Stock 

Stock 

$6.20 


$4.89 

14.80 

$1.90 

6.80 

30.45 

2.30 

8.12 

42.44 

3.00 

9.02 

41.55 

5.00 

4.82 

3634 

5.00 

6.34 

36.12 

4.50 

4.22 

37.43 

3.00 

4.11 

37.99 

3.00 

3.61 

38.27 

2.60 

3.07 




The Preferred and Common Stocks of your company have been registered with the 
Securities and Exchange Commission, and the annual report required by the Commission 
will be filed in due course. During the year 1935, the common stock of your company was 
listed on the San Francisco and Los Angeles stock exchanges. 

Chain Store Taxes 

The very important problem of discriminatory taxation deserves special comment. 
The subsidiaries of your company are now subject to special chain store taxes in the states 
of Maryland, Colorado, Idaho and Montana. Gross revenue or receipts tax measures in 
the states of New Mexico and Iowa are now being contested in the courts. The liability 
on these two measures to December 31,1935, would be approximately $100,000.00 if the 
decisions of the higher courts are contrary to the decisions of the lower courts which, in 
both cases, ruled in favor of the chain stores. 

In June, 1935, the Legislature of the State of California passed a special chain store 
tax bill which would involve certain subsidiaries of your company in an annual liability of 
approximately $650,000.00. A referendum petition for the submission of the measure to 
the people of California for their approval or rejection has been filed with the Secretary 
of State, in accordance with the referendum provisions of the California Constitution. 
This measure will be rejected or approved by the people at the next general election in 
November, 1936, or at any special election which may be called by the Governor, at his 
discretion, prior to such regular election. 

The officers of your company are devoting considerable time and effort to the problem 
in California to the end that all the facts will be before the people when they are called 
upon to vote on this measure. 

A special chain store tax measure became effective in the State of Texas in January, 
1936, which would involve an annual liability of approximately $104,000.00. The validity 
of this measure is being attacked in the courts. 

Personnel 

We have referred on several occasions in our previous annual reports, to the Safeway 
Employees’ Association, which we believe to be a very important asset. The Association 
now comprises 17,585 members and the total life insurance in force aggregates approxi¬ 
mately $43,500,000.00. 

We have continued to employ the merit system in measuring promotion and remu¬ 
neration of store and sales personnel, as indicated in previous reports. The method of 
paying employees in managerial positions, a share of the earnings of the unit, district or 
division, has been continued as in the past. 

It is estimated that the liability under the Federal and State Social Security Acts for 
the year 1936 will be approximately $275,000.00. 

I wish to express in this public way, my personal appreciation of the loyal and whole¬ 
hearted efforts of the employees. 

L. A. WARREN, 

President. 


SAFEWAY STORES. INCORPORATED (A Maryland Corporation), AND SUBSIDIARIES 
Consolidated Balance Sheet As At December 31, 1935 


ASSETS 

Current Assets: 

Cash in Banks and on Hand. 

Accounts Receivable—Trade, less Reserve $142,852.46. 

Government Accounts Receivable and State, County and Municipal 

Warrants . 

Sundry Accounts Receivable. 

Merchandise Inventories—at lower of cost or market.. 

Total Current Assets. 


Prepaid Expenses: 

Rents, Taxes and Licenses...$ 213,011.22 

Insurance ... 179,369.84 

Miscellaneous Supplies, etc... 190,142.76 


Balances in Closed Banks and Securities acquired therefor, less 

Reserve $229,770.10... 

Investments and Advances: 

Security Investments—at Cost. 236,936.14 

Indebtedness of Affiliate. 120,441.72 

Other Investments. 204,513.98 


Fixed Assets—at Cost: 

Land . 2,925,693.26 

Buildings . 9,633,710.02 

Store and Warehouse Fixtures and Equipment and Leasehold 

Improvements . 22,030,790.24 

Automotive Equipment. 2,166,943.76 

36,747,037.28 

Less Reserve for Depreciation. 15,097,482.18 


Total 


LIABILITIES 

Current Liabilities: 

Notes Payable—Banks... 

Accounts Payable. 

State Sales Taxes. 

Accrued Expenses.. 

Dividends P^able... 

Reserve for Federal and Canadian Income Tax.. 

Total Current Liabilities... 

Reserve for Inventory Adjustment......... 

Minority Interest in Canadian Subsidiary. 

Capital and Surplus: 

Preferred, 7% Cumulative Stock, Par Value $100.00 per share, 
redeemable at $110.00: 

Authorized 97,371 shares 

Outstanding 86,986 shares.$ 8,698,600.00 

Preferred, 6% Cumulative Stock. Par Value $100.00 per share, 
redeemable at $110.00: 

Authorized 67,124 shares 

Outstanding 66,274 shares. 6,627,400.00 

Preferred Stock, Unclassified as to series. Par Value $100.00 per share: 

Authorized and Unissued 40,000 shares 
Common Stock without Par Value: 

Authorized 1,500,000 shares—Note (1) 

Outstanding 798,984 shares—Note (2). 9,796,648.13 

Paid-in Surplus. 11,388,600.91 

Earned Surplus.-. 9,392,932.00 

44,903,181.04 

L,ess—1 Share 7% Preferred, 260 Shares 6 % Preferred and 68 Shares 

Common Stock in Treasury—at cost. 31.174.12 

Contingent Liabilities—Note (4).. 

Total. 


$ 4,486,922.93 
2,602,147.40 

1,295,737.62 

307,263.49 

27,932,764.67 

36,624,826.01 


682,613.82 

54,037.04 


560,891.84 


21,649,555.10 

$ 69.371.823.81 


$ 4,600,000.00 
6,168,832.08 
174,005.06 
1,420,412.62 
635,707.75 
762,920.98 

13,661,878.39 

360,000.00 

497,938.60 


44,872,006.92 


$ 69,371.823.81 


Note (1) 2,000 shareg regerred for Iggue to Bankera for gerTiceg rendered, to be iagued only if earnings applicable to each share of Common Stock in 1930 
amount to $7.00. 

Note (2) After deducting 21,000 shares held in Treasury, of which 6,174 shares are reaenred for issue to Executives under options expiring June SO, 1937. 
at 250.00 per share. The options provide that the shares can not be issued unless the earnings applicable to each share of Common Stock in 
1936 amount to $6.50. 

Note (3) The AsseU and Liabilities of the Canadian Subsidiaries have been included at par of exchange. 

Note (4) Federal and Canadian Income Tax Returns for the years 1931 to 1984 Inclusive are subject to final review. Proposed additional assessments of 
Federal Income Tax for 1931 and 1932 are at present in process of settlement. The validity of gross revenue tax measures, in the States of 
New Mexico and Iowa, Involving approximately $100,000.00 is now pending in the Courts. Lawsuits incidental to the Companies' operations are 
reasonably covered by insurance. 



















































SAFEWAY STORES, INCORPORATED (A Maryland Corporation), AND SUBSIDIARIES 
Consolidated Profit and Loss Account for the Year Ended December 31, 1935 


Sales (Net). 

Cost of Sales. 

Gross Profit 


$294,697,699.81 

236,124,247.81 

68,673,362.00 


Operating and Administration Expenses.$ 60,941,276.93 

Provision for Depreciation. 3,242,731.81 

Net Operating Profit.. 


64,184,007.74 

4,389,344.26 


Other Income. 

Income Deductions. 

Provision for Federal and Canadian Income Tax. 

Deduct Proportion Accruing to Minority Stockholders in Canadian 
Subsidiary ... 

Net Income. 


76,346.64 

4,466,690.80 

340,146.44 

4,126,644.36 

698,930.41 

3,426,613.96 

16,838.60 
$ 3,409,776.46 


Earned Surplus Account for the Year Ended December 31, 1935 


Balance as at December 31, 1934. 

Net Income for Year Ended December 31, 1936. 


Deduct: 

Dividends on Preferred Stocks.$ 966,868.93 

Dividends on Common Stock. 1,997^261.65 


Balance as at December 31, 1936. 


$ 8,937,277.13 
3,409,776.46 
12,347,062.68 


2,964,120.68 
$ 9,392,932.00 


Paid-in Surplus Account for the Year Ended December 31, 1935 

Balance as at December 31, 1934. $ 11,622,246.03 

Deduct: 

Premium on Preferred Stocks Purchased for Retirement.$ 63,421.86 

Excess of Cost of Investment in Subsidiary Over Equity in Net 

Tangible Assets. 60,242.50 

Goodwill of Subsidiary Written Off on Consolidation. 129,979.77 _233,644.12 

Balance as at December 31, 1936. $ 11,388,600.91 


To the Board of Directors of 

Safeway Stores, Incorporated: 

We have made an examination of the Consolidated Balance Sheet of Safeway Stores, Incorporated ^a Maryland Corpora¬ 
tion) and its subsidiary Companies as at December 81, 1985, and of the Consolidated Profit and Loss and Surplus Accounts for 
the year 1985. In connection therewith, we examined or tested accounting records of the Companies and other supporting evi¬ 
dence and obtained information and explanations from officers and employees of the Companies; we also made a general review 
of the accounting methods and of the operating and income accounts for the year, but we did not make a detailed audit of the 
transactions. 

In our opinion, based upon such examination, the accompanying Consolidated Balance Sheet and related Consolidated 
Profit and Loss and Surplus Accounts fairly present. In accordance with accepted principles of accounting consistently main¬ 
tained by the Companies during the year under review, their consolidated position at December 81, 1985, and the results of their 
operations for the year. 

PEAT, MARWICK, MITCHELL & CO. 

San Francisco, California. 

March 10,1986. 













































Safeway Stores, Incorporated 

(A Maryland Corporation) 



(As at December 31, 1935) 

M.B. SKAGGS . 

L A. WARREN 

L. S. SKAGGS 

LAWRENCE GILES 

Executive Officers 

. . . . . . Chairman of the Board 

.President and Treasurer 

.Vice-President 

Secretary and Controller 

M. B. SKAGGS 

Directors 

L. A. WARREN 

L. S. SKAGGS 

LAWRENCE GILES 


Executive Offices 


5th and Virginia Street.Reno, Nevada 

Transfer Agent 

The Chase National Bank of the City of New York . New York, N. Y. 

Registrar 

City Bank Farmers Trust Company . New York, N. Y. 


Auditors 

Peat, Marwick, Mitchell & Co. 



